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What Is The Personnel Policies Forum? 





country. 





The Editors of The Bureau of National Affairs have in- 
vited representative personnel and industrial relations ex- 
ecutives to become members of the 1959-60 Panel of the 
PERSONNEL POLICIES FORUM. These panel members are 
top personnel officials in all types of companies, large and 
small, in all branches of industry and all sections of the 


At regular intervals throughout the year BNA editors 
ask the members of the Panel to outline their policies and 
procedures on some important aspect of employment, indus- 
trial relations, and personnel problems. From these replies, 
the editors complete a survey report on the problem, show- 
ing prevailing practices, new wrinkles and ideas, and cross- 
section opinion from these top-ranking executives. 


labor reports: 


In many cases, the comments, suggestions, and discus- 
sions are reproduced in the words of the Panel members 
themselves. In effect, survey users are sitting around a 
table with these executives and getting their advice and 
experience on the major problems in this field facing all 
companies this year. 


Results of each PERSONNEL POLICIES FORUM survey 


made during 1959-60 are printed in a special survey report 
which is sent, as part of the service, to users of these BNA 


Labor Relations Reporter; Labor Policy and Practice; 
Daily Labor Report; White Collar Report; Retail Labor Re- 
port; and Services Labor Report. 








ALABAMA — Wm. D. Sulzby, Hayes Aircraft Corp. 


CALIFORNIA — M. G. Becker, Western Greyhound 
Lines Div., The Greyhound Corp.; Willard E. 
Crawford, Bendix Aviation Corp.; H. 1. Dodson, 
Lily-Tulip Cup Corp.; Kenneth A. Dunn, Aero- 
nutronic Systems, Inc., subsidiary of Ford Motor 
Co.; J. C. Ellsworth, California Bank; Harry 
Gluck, Rose Marie Reid; Donald W. Hare, Cali- 
fornia & Hawaiian Sugar Refining Corp., Ltd.; 
E. D. Hatfield, Ethyl Corp.; A. W. Hinz, Harvey 
Aluminum, Inc.; G. Harry Hutaff, The Bank of 
California; R. v. Javins, West Coast Electronic 
Products Dept., Radio Corp. of America; Edward 
S. Keller, Continental Baking Co., Inc.; O. C. 
Levo, Hills Bros. Coffee, Inc.;R. H. MacMichael, 
Pacific Coast Engineering Co.; Eugene Mitch- 
ell, Horkey-Moore Associates; C. R. Redmond, 
G M. Giannini & Co., Inc.; Wm. Schuberth, Pa- 
cific Airmotive Corp.; Ted T. Staffler, Perma- 
nente Cement Co.; Thomas L. Stats, Giannini 
Plasmadyne Corp.; H. F. Weber, Safeway Sivres, 
Inc. 


CONNECTICUT —D. N. Bonacci, Combustion En- 
gineering, Inc.; Eileen Casey, The Teleregister 
Corp.; Donald E. Kullander, Hewitt-Robins, Inc.; 
Robert J], McCaw, American Cyanamid Co.; Warren 
L. Mottram, Wallace Silversmiths. 


DISTRICT OF COLUMBIA — R. M. Averill, Capital 
Airlines; A. MacGregor Ayer, Government Serv- 
ices, Inc.; Chas. R. Weaver, Thompson’s Honor 
Dairy. 


PLQRIDA — George F. Peters, Chris Craft Corp.; 
John P. Roberts, Minute Maid Com.; J. M. 
Rosenthal, National Airlines, Inc.; H. H. Van 
Bockel, Smith-Douglass Co., Inc. 


GEORGIA — Tom N. Boggs, LeTourneau-Westing- 
house Co., subsidiary of Westinghouse Air Brake 
Co.; S. M. Docie, Great Dane Trailers, Inc.; Win 
LeSueur, Lockheed Aircraft Corp. 


IDAHO — Lou Combe, Westvaco Mineral Products 
Div., Food Machinery & Chemical Corp. 


ILLINOIS — R. W. Collett, Hotpoint Co., Div. of 
General Electric Co.; Paul D’Arco, Admiral 
Corp.; Loyle Davis, Wagner Castings Co.; L. E. 
Dorman, American Steel Foundries; Anita Dunne, 
Science Research Associates, Inc.; Raymond 
Gassler, Frank G Hough Co.; J. Paul Gibbs, 
Verson Alisteel Press Co.; Ray Harrold, Jeffer- 
son Electric Co.; Lawrence J. Hassel, Chicago 
Molded Products Corp.; Richard E. Hauslein, 
Flexonics Corp.; John R. Ittersagen, Fansteel 
Metallurgical Corp.; Don Jones, Ingersoll Prod- 
ucts Div., Borg-Warner Corp.; B. F. Lee, Ekco 
Products Co.; Delbert L. Miller, The Quaker 
Oats Co.; D. K. Moeller, The Peoria Journal 
Star, Inc.; P. R. Pearson, Austin-Western Con- 
struction Equipment Div., Baldwin-Lima-Hamil- 
ton Corp.; D. W. Shand, Jr., Zurich Insurance 
Co.; Carl C. Walters, Continental Casualty Co.; 
Thomas H. Young, Alton Box Board Co. 


INDIANA —W. D. Denham, Cities Service Oil Co.; 
Delbert O. Detmer, The Richardson Co.; Robert 
C. Graves, Peter Eckrich & Sons, Inc.; E. Law- 
son, American Bearing Corp.; J. W. Myers, Con- 
tinental Steel Corp.; Remi C. Pattyn, Public 
Service Co. of Indiana, Inc. 


WOWA — E. H. Christensen, Allis-Chalmers Mfg, 
Co. 


KANSAS — Donald E. Powell, Cessna Aircraft Co. 
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KENTUCKY —Cleve Rumble, The Courier-Journal 
& The Louisville Times. 


LOUISIANA — R. S. Baines, Alcoa Steamship Co., 
c.; O. A. Medley, Wyandotte Chemicals Corp. 


MARYLAND ~— Edward £. Cook, The Hagerstown 
Rubber Co.; H. B. DeVinny, Davison Chemical 
Co., Div. of W. R. Grace & Co.; John K. Gearing, 
Nems-Clarke Co., Div. of Vitro Corp. of America. 


MASSACHUSETTS —James J. Gaffney, Jr., South- 
well Combing Co.; Harry M. Jones, Rice Barton 
Corp.; James E. Mote, American Bosch Arma 
Corp.; John R. Thurrott, Monsanto Chemical Co.; 
Joseph F. Tuscher, The Carter’s Ink Co.: Frank 
Zacher, Norton Co. 


MICHIGAN — P. D. Custer, Kellogg Co.; Ted J. 
Fleszar, Evans Products Co.; A. C. Hensel, 
Mueller Brass Co.; D. J. Hodges, Michigan Mu- 
tual Liability Co.; Robert C. McCoy, Wolverine 
Tube Div., Calumet & Hecla, Inc.; L. J. Padilla, 
Rockwell-Standard Corp.; Richard W. Seel, Gast 
Mfg. Corp. 


MINNESOTA — B. F. Christensen, S. B. Foot Tan- 
ning Co.; C. L. Dretze, Great Northern Oil Co.; 
John K. Ewing, First National Bank of Minneapo- 
lis; Richard i Lamberton, Cargill, Inc. 


MISSISSIPP1—W.J. Joyner, Hercules Powder Co.; 
F. R. Vernotzy, Armstrong Tire & Rubber Co. 


MISSOURI — William H. Bedell, Stix, Baer & Fuller; 
M. L. Davis, Injection Molding Co.; George GC. 
Heinz, Fouke Fur Co.; Paul T. Koenig, Foster 
Bros. Mfg. Co.; George Sherman, Noma Lites, 
Inc.; L. E. Shucart, Angelica Uniform Co. 


NEW JERSEY — J. R. Buchanan, Thomas Elec- 
tronics, Inc.; C. L. Collison, General Aniline & 
Film Corp.; Robert W. Dingman, Nopco Chemical 
Co., Inc.; Werner W. Haardt, New Jersey Bank 
& Trust Co.; George P. ~~ Warner-Lam- 
bert Pharmaceutical Co.; R. E. Schmidt, Ciba 
Pharmaceutical Products, Inc.; Norman H. White, 
Charles Bruning Co., Inc.; G. N. Venezia, Engel- 
hard Industries, Inc.; Robert S. Weisinger, Pyro 
Plastics Corp.; Sheldon Williams, Blonder- 
Tongue Laboratories, Inc. 


NEW MEXICO — R. H. Blackman, Jr., Potash Co. 
of America. 


NEW YORK — W. H. Brown, Textron, Inc.; J. J. 
Christophel, Sonotone Corp.; Carlton F. Coats, 
The Air hy ey Corp.; Harold L. Colvin, The 
Nestle Co., ; Robert H. de Beer, The M. W. 
Kellogg Co.; “Charles M. Dolan, Curtiss-Wright 
Corp.; John G. Gleason, Kraft Foods Div., Na- 
tional Dairy Products Corp.; ms Kaye, Under- 
wood Corp.; Franklin W. Loeb, Austenal, Inc.; 
Norman MacLeod, Revere Copper & Brass, Inc.; 
Charles Mentzer, International General Electric 
Co.; John P. Morrissey, Peck & Peck; Theodore 
E. Mulford, Link Aviation, Inc., subsidiary of 
General Precision Equipment Corp.; Ruth H. 
Penman, Fisher-Price Toys, Inc.; Ellsworth E. 
Rose, Standard-Vacuum Oil Co.; Robert E. 
Slauenwhite, Art Steel Co., Inc.; A. C. Tait, 
Stromberg-Carlson Co., Div. of General Dynamics 
Corp.; E. M. Van Stone, Eastern States Farmers’ 
Exchange, Inc. 


NORTH CAROLINA — John W. Bagwill, Cone Mills 
Corp.; M. R. Houston, General Telephone Co. 
of the Southeast; James S. Newbold, Carolina 
Power & Light Co.; ¥. H. Warren, Halifax Paper 
Co., Inc. 


OHIO — Wm. W. Baughman, Jr., B. F. Goodrich 
Chemical Co.; L. E. Bigler, The Aro Equipment 
Corp.; J. M. Collins, Anchor Hocking Glass 
Corp.; Charles W. Davis, The Fred Christen & 
Sons Co.; W. B. Dillon, Commercial Motor Freight, 
Inc.; Nelson T. Elliott, Le Roi Div., Westing- 
house Air Breke Co.; Robert C. Fletcher, Gen- 
eral Telephone Co. of Ohio; Richard Gigax, The 
National City Bank of Cleveland; C. T. Cue, 
The Standard Products Co.; Walter K. Heckman, 
Price Brothers Co.; W. J. Henry, American Ra- 
diator & Standard Sanitary Corp.; Norman W. 
Jones, The Electric Storage Battery Co.; John 
M. Koch, Surface Combustion Corp.; J. E. Luka- 
cik, The Mohawk Rubber Co.; J. B. Manly, Owens- 
Corning Fiberglas Corp.; Richard R. Price, The 
Lumbermens Mutual Insurance Co.; Fred 
Rauch, The Cincinnati Gas & Electric Co.; 
David T. Roadley, The East Ohio Gas Co.; Vin- 
cent A. Rosenthal, Euclid Div., General Motors 
Corp.; Charles H. Thomas, Diamond Power Spe- 
cialty Corp.; J. F. Wible, The Cleveland Crane 
& Engineering Co., subsidiary of The McNeil 
Machine & Engineering Co.; H. R. Winkle, Cop- 
perweld Steel Co.; Albert Wood, Detroit Steel 
Corp.; G. M. Young, The S. K. Wellman Co. 


OKLAHOMA — Fred E. Manasco, Crane Carrier 
Corp. 


OREGON — W. E. Gordon, Portland General Elec 
tric Co.; Roy F. Renoud, Iron Fireman Mfg. Co.; 
Roger V. Wagner, Omark Industries, Inc. 


PENNSYLVANIA — J. O. Boyce, Air Products, 
Inc.; C. H. Chance, Westinghouse Electric Corp.; 
S. G. DeChant, Fisher Scientific Co.; Paul R. 
Kelleher, United States Hoffman Machinery Corp. ; 

ohn B. Kramer, John Wood Co.; R. James Lotz, 
Jr., Downingtown Paper Co.; William M. Pye, 
Jr., American Encaustic Tiling Co., Inc.; W. C. 

Rhoads, C. H. Wheeler Mfg. Co.; T. J. Ryan, 
Lukens Steel Co.; W. C. Stonehouse, Jr., La- 
trobe Steel Co.; George Walton, Dixie Cup Div., 
American Can Co.; R. L. Woodruff, Jr., Thomp- 
son Products, Inc. 


RHODE ISLAND — Alexander Cameron, Paragon 
Worsted Co. 


SOUTH CAROLINA — Dwight Frye, Mayfair Mills. 


TENNESSEE — M. D. Hollingsworth, Tennessee 
Products & Chemical Corp.; L. R. Kelt, Hecke- 
thorn Mfg. & Supply Co.; Richard C. Miller, Mil- 
ler Brothers Co., Inc.; John R. Ruggles, Fulton 
Sylphon Div., Robertshaw-Fulton Controls Co. 


TEXAS — Marvin H. Berkeley, Texas Instruments, 
Inc.; Robert H. Davis, he. Otis yg 
Corp.; M. E. Eliot, Mosher Steel Co.; J. G. Neu- 
man, Weiner’s Stores; Wilma B. Sterling, Auatex 
Foods, Inc. 


UTAH — Wiley |. Beavers, Mountain Fuel Supply 
Co. 


VIRGINIA — Walter P. Stuart, Olin Mathieson Chemi- 
cal Corp. 


WASHINGTON — Frank D. Baker, Puget Sound 
Power & Light Co.; John F. Bohler, Van Waters 
& Rogers, Inc.; Fred Huleen, Boeing Airplane 
Co.; Lowry Wyatt, Weyerhaeuser Timber Co. 


WEST VIRGINIA — Paul J. Gerhardt, Koppers Co., 
Inc.; Stanley Wallace, Gravely Tractors, Inc. 


WISCONSIN — W. J. Ladwig, Wisconsin Telephone 
Co. 
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INTRODUCTION 


This survey, fourth and last in the 1959 series, is based on data submitted by 107 executives 
participating in the Personnel Policies Forum. 





In determining their wage policy, all but 4 percent of Panel members are influenced by wage 
movements in other companies. Some take account only of industry patterns or of local patterns, but 
more than half are influenced by both. There's a limit, though, to how far executives will go in meeting 
the competition. Asked what a firm should do if faced with a demand to match a wage pattern it could 
not afford to meet, nine tenths of Panel members say it should make every reasonable effort to convince 
employees of the facts, but should fight if necessary; even, one or two think, to the point of moving the 
plant or going out of business. 


The present period, with its frequent pay raises for rank-and-file employees, creates certain 
problems in connection with supervisory pay. Most Panel members have been able to maintain a spread 
between supervisory and nonsupervisory earnings; but the question of timing is a delicate one. About a 
third of companies state that they make it a point to raise supervisors’ pay only at fixed annual or semi- 
annual intervals, the idea being to prevent a feeling among supervisors that they stand to benefit from 
pay raises for those whom they supervise. 


For reasons of exactly the same kind, most companies don't grant general increases to white- 
collar personnel at the same time that plant employees receive one. Instead, office people are given 
increases only at fixed review periods, or individually, on a merit basis. A third problem of this gen- 
eral nature is whether to give a general increase to incumbent professional and technical employees when 
the starting salaries of their positions are raised. Most firms do not give such an increase; and of those 
that do, half grant it only to incumbents who are clearly affected by the new starting ranges. 


Most Panel members who grant general increases take definite steps to raise performance stand- 
ards when an increase is granted. The measures most frequently taken, in order of popularity, are: 


methods improvement; better use of equipment; better use of people; utilization of communications media; 
and adjustments in incentives. 


The whole question of general increases, as a matter of fact, is one that P-IR executives by no 
means take for granted. More than half of Panel members think it would be a good idea to work for the 
abolition of general increases and the granting of wage raises based solely on individual merit, though 
recognizing the fact that there are serious obstacles, both political and in the form of direct action by 
unions, in the way of such a policy. Far more widespread is the objection to cost-of-living wage in- 
creases. These are opposed by 90 percent of Panel members, on the ground that such increases are 
inflationary and self-perpetuating. Deferred pay increases, too, are widely disapproved of. It's a mis- 
take, many executives feel, for a company to commit itself to bigger future wages, when it cannot know 
what conditions will be when the obligation falls due. Almost half the Panel, though, are in favor of 
deferred increases because of the security and stability that spring from long-term contracts. 
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Despite the present frequency of wage raises, more than a third of companies on the Panel have 
succeeded, in the past three years, in offsetting or compensating for some portion of their higher wage 
bill. This is shown by the fact that these firms have had, during this period, a smaller increase in unit 
labor cost than in average labor cost. Executives who have attained such a favorable ratio attribute it 
chiefly to technological improvements. 


About two fifths of Panel members report specific activities aimed at persuading their employees 
to accept noninflationary wage settlements; two thirds try various methods of gaining employees' help in 
reducing costs; and nearly half provide information about what they have done to step up efficiency and 
maintain profit margins despite higher wages. 


The survey ends by examining the extent to which executives believe that wage increases granted 
by their own companies have been reflected in the firms' price increases. The relationship as they see 
it is far less close than might have been expected. Only 15 percent of Panel members attribute as much 
as a fourth of their price increases to their wage increases, and nearly two thirds think there is no 
connection. 


USE OF WAGE "PATTERNS" 


If pattern bargaining is broadly defined as the extent to which management is influenced in its wage 
policy by wage movements in other firms, its effects are by no means restricted to those industries, such 
as steel and auto, in which giant companies and unions dominate the scene. On the contrary, as one 
Panel member points out: 


Employment of personnel and of course their retention is affected to no small degree by 
what other companies do; therefore, in order to remain competitive, most companies are 
affected by wage movements in other companies. --Sheldon Williams, Personnel Director, 
Blonder-Tongue Laboratories, Inc., Newark, N. J. 


Neither, as might perhaps be thought, is interest in wage patterns necessarily confined chiefly to 
firms that bargain with unions. As a couple of companies on the Panel remark about themselves, there 
are nonunion firms whose policy it is to maintain wage rates as good as, or better than, the area and/or 
industry averages, on which they accordingly rely in fixing their own wage structure. 


Of course, the problem of setting wage rates is very complex, and the extent to which patterns 
are taken into account varies not only from company to company but even from job to job. One executive 
describes how his firm approaches the problem as follows: 

... The particular wage policy must be determined by the specific company. Our rate 
ranges for jobs are established taking the following into consideration. Job content; skill; 
area rates; industry rates. In determining wages, the wages of other firms in the industry 
must influence the wages paid by this company. Depending upon the job, more weight may 
be given to area rates in one class of occupations than in another. For instance, in our com- 
pany, clerical rates are based very largely on area practice, while factory and factory super? 
visors’ jobs are based to a large degree on industry practice. In the case of supervisory and 
clerical employees, the minimum and maximum rates are based on the foregoing, but specifi 
rates are based on the ability of the individual. --Robert S. Weisinger, Director, Industrial & 
Public Relations, Pyro Plastics Corp., Union, N. J. 


Influence of Wage Patterns--The wage policy of very nearly all Panel members is significantly 
influenced by wage movements in other firms. Below is a table summarizing the responses to a question 
asking each company whether its policy is influenced largely, to some extent, or little if at all, by what 
others do. As the table shows, smaller companies are more strongly influenced by wage patterns than 








are larger ones. 





Wage Movements in Other Firms Affect Policy-- 





All Cos. Larger Cos. Smaller Cos. 
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Largely 49% 44% 60% 
To some extent 47 50 40 ' 
Little if at all 4 6 
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Why does a company take the wage patterns of others into account in setting up its own wage 
structure? Essentially, the reasons that Panel members give for this policy boil down to three: (1) to 
attract and keep employees, in competition with other firms in the same industry and locality; (2) to keep 
employees happy and productive; and (3), to avoid trouble with the union, where this is a consideration. 
No difference is evident between the answers of smaller companies and larger ones, or of firms whose 
policy is "largely" influenced by wage patterns and those whose policy is influenced to a lesser degree. 


The handful of companies whose policy is influenced little if at all by wage patterns ignore them 
by conscious choice or because they feel under no particular pressure to follow patterns. They say, for 
example, that "we are a nonindustrial firm in a highly industrial area," that “our unions are not inter- 
ested in other firms," or that "we feel that our own economic condition must be the determining factor. " 


Local v. Industry Patterns--Of those Panel members who make use of wage patterns, the propor- 
tion relying on local patterns is greater by half than the proportion depending on industry patterns, while 
industry and local patterns are utilized by a number larger than the combined total of those who rely on 
either one separately. These relationships, as well as the differences in the practices of larger and 
smaller companies, are shown by the table below. 





-% of Companies Utilizing Wage Patterns That Rely on-- 





All Cos. Larger Cos. Smaller Cos. 
Industry patterns 18% 20% 14% 
Local patterns 27 29 23 
Industry & local patterns 63 


35 S1 


When a Firm Can't Match the Pattern--It sometimes happens that a company finds itself in the 
position of being faced by a demand for wages based on a pattern that it genuinely can't afford to match. 
What should it do--in fact, what can it do--in such a situation? 











Regardless of the specific tactics adopted, this is one of those times, as one executive points out, 
when good labor relations are like money in the bank. This Panel member says: 


This [what to do] depends upon how the company has conducted itself in its relations with 
its employees on other issues in the past. Too many employers operate with an aloof, an- 
tagonistic and condescending air and then wonder why their employees reject an earnest plea 
for reason and understanding. A company which has been fair and down-to-earth with its 
employees most of the time will generally find no difficulty in selling them on the company's 
position. --J.G. Neumann, Personnel Director, Weiner's Stores, Houston, Tex. 


More specifically, almost nine tenths (87 percent) of Panel members say that a company in this 
situation should do its best to publicize and explain its position. If this fails to bring about a more rea- 
sonable attitude on the part of the employees, management must then resist their demands, these execu- 
tives believe. They offer a variety of suggestions on how the company might go about trying to persuade 
its employees of the impracticality of their demands. They say, for example: (1) "put all cards on table 
to prove how compliance will hurt both sides"; (2) "make counterproposal in working rules having less 
cost"; (3) "admit dilemma--sometimes labor has good suggestions"; (4) “explain to union that if wages 
are not raised too much, more work can be provided"; (5) “offer alternatives, if possible, such as a 
wage reopening later on," etc. 


However, as these executives see the problem, no matter how far you are willing to go, up to and 
including opening your books, at some point you may have to make a stand. As one Panel member writes: 


Decide how far it will go in maintaining its position, then make a firm stand. No company 
can logically trade away its existence through impossible concessions.~--Joseph F. Tuscher, 
Personnel Director, The Carter's Ink Co., Cambridge, Mass. 


Probably the ultimate in resistance is to move the plant or go out of business. Each of these 
actions is suggested by at least one executive. 


Other suggestions, offered by one or two Panel members each, include calling in the Federal 
Mediation & Conciliation Service; insisting on more efficient operation of the plant to make the wage 
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raise possible; granting the increase, but starting cheaper operations unilaterally as a way of breaking 
even; persuading employees that the pattern is not applicable to the company. 


MAINTAINING SUPERVISORS' PAY ADVANTAGE 


In a period like this one, when wage raises are frequent for rank-and-file employees, it isn't 
always easy to maintain the spread between supervisory and nonsupervisory pay levels. A few compan- 
ies, in fact, are sometimes unable to maintain a proper differential, or meet with only partial success, 
as shown by such comments as these: "Don't always succeed in maintaining spread"; "Spread is narrow- 


ing"; “Unfortunately, we often fail to maintain a proper ratio"; "Almost impossible situation."' This 
group comprises about 5 percent of the companies taking part in the survey. 


The rest seem to manage, one way or another, to maintain what they consider a suitable ratio 
between supervisory and nonsupervisory wages. About a fourth of the total maintain a percentage differ- 
ential; this is usually 15 to 20 percent, with no firm reporting a spread of less than 15 or more than 25 
percent. The others maintain dollars-and-cents differentials of unspecified size. 


One of the things that has to be considered about supervisory pay raises is their timing. If super- 
visors get an increase at the same time as rank-and-file employees it can look to them as though they 
have a stake in higher wages for the people they supervise. At least a third of the companies involved try 
to get around this difficulty by raising supervisors’ pay only at the time of their annual or semi-annual 
salary review. (The review is quarterly in the case of one firm.) The executives concerned indicate by 
such comments as these that it's their aim to keep supervisory and nonsupervisory increases separate: 


Periodically review the relationships which are maintained by policy, and make adjust- 
ments where necessary; however, not at same time as rank-and-file adjustments. -- Richard 
E. Mackiewicz, Wage & Salary Administrator, General Aniline & Film Corp., Linden, N.]J. 


* * * 


Review supervisory salaries at least annually to keep range above hourly rates. -- Robert 
C. McCoy, Industrial & Public Relations Manager, Wolverine Tube Div. , Calumet & Hecla, 
Inc. , Detroit, Mich. 


Most of the other Panel members who maintain a spread between supervisory and nonsupervisory 
pay levels don't say anything specific about the timing of supervisors’ raises. One of them, however, 
(an executive of a smaller Western company), remarks: ''We give supervisors a pay raise generally at 
about the same time [as rank-and-file employees]. This, I believe, is wrong." 


WHITE-COLLAR PAY- 


Quite similar to the problem of the relationship between supervisory and nonsupervisory pay, dis- 
cussed above, are a couple of questions that come up in connection with pay levels for white-collar 
employees. These questions are: (1) what to do about wages for office people when a general increase is 
given to those out in the plant, and (2) whether or not to grant a general increase to incumbent professional 
and technical employees when the starting salaries for these positions have been raised (for example, to 
facilitate recruitment). 


A majority of companies (57 percent) do not give a general increase to office personnel when they 
grant one to plant employees. This is the policy of 54 percent of larger and 64 percent of smaller firms. 
The largest number of Panel members who follow this practice (a little more than seven tenths of them) 
explain that in their companies, wage raises are given to salaried employees on a merit basis rather than 
in the form of a general increase. The following comments are typical. 


White-collar salaries are reviewed annually and a salary survey is conducted in prepara- 
tion for these reviews. Grades are adjusted at that time. All increases, however, are ona 
merit basis. Only grades are changed. --Sheldon Williams, Personnel Director, Blonder- 
Tongue Laboratories, Inc., Newark, N.J. 

* * * 

Salaried employees are reviewed regularly for merit and performance increases and not 
granted increases which would appear to have resulted from union bargaining. --R. James Low 
Jr. , General Manager of Industrial Relations, Downingtown Paper Co. , Downingtown, Pa. 


* * * 
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Salaried employees are reviewed on a merit basis only. --larger Northeastern company. 


Another 25 percent of the Panel members involved give, as their reason for not passing along to 
office employees general increases granted to shop people, the undesirability of having white-collar 
raises appear to come as a result of union activity. They say, for example: 


We feel it is wrong to permit one group of employees, in effect, to bargain for all our 
employees. --John F. Bohler, Vice President, Personnel, Van Waters & Rogers, Inc., 
Seattle, Wash. 

* * * 

We do not wish to have our salaried employees’ rates tied to results of union bargaining. 

--Loyle Davis, Director, Industrial Relations, Wagner Castings Co., Decatur, Ill. 


* * * 


Not at same time and not in same pattern, to make clear that salaried rates are not being 
governed by unions. Increases for each salaried employee are determined individually, based 
on evaluation of their performance and area rates for comparable work. While there is in- 
evitably a connection between union contract rates and salary structure, we do our best to 
minimize the connection. --R.H. MacMichael, Industrial Relations Manager, Pacific Coast 
Engineering Co. , Alameda, Calif. 


The few remaining firms (less than 5 percent of those involved) that don't give office employees a 
general increase when plant employees receive one say that white-collar raises are given only at the 
time of the annual or semi-annual review; that they are based on local wage patterns, rather than on 
plant employees’ wages; that "fringe benefits must be evaluated" (one company);or that "plant employees 
are paid cost-of-living" (one company). 


On the other hand, the belief that it's important to maintain a spread between white and blue col- 
lar employees’ pay leads most of the remaining 43 percent of companies to give increases to the two 
groups simultaneously. In one form or another, this reason is advanced by nearly all who follow this 
policy. Such action, these executives explain, ''meets competition and pleases the salaried group”; it's 
an "important morale booster"; it ''maintains equity,"’ "maintains the spread," or "keeps the proper re- 
lationship" between the groups; it "prevents quits," and so on. Other explanations, given by one firm 
each, are that both groups are represented by the same union, that the policy is based on the results of 
a survey conducted by the company, or that it is pursued "in the absence of any other plan." 


Effect of Raising Starting Pay for Professional & Technical: 





The remaining problem raised for discussion in this section is what to do about the salaries of 
incumbent professional and technical employees when starting salaries for these positions are raised. 
On the one hand, there's the risk of having valuable employees feel disgruntled at the sight of new people 
being hired at salaries close to those they may have achieved over several years of service. On the other, 
there's the expense of giving a general increase to what is probably already a highly-paid group of em- 
ployees. What should management do? 


In this situation, less than two fifths of companies give incumbents a general increase; nearly 
three fifths do not grant such an increase; and the rest (3 percent) have no definite policy. The table 
below gives a breakdown by company size. 


% Granting General Increase to Incumbents When Starting Salaries Are Raised 





All Cos. Larger Cos. Smaller Cos. 











Grant general increase 38% 44% 23% 

Do not grant general increase 59 53 73 

Have no definite policy 3 3 + 
100% 100% 100% 





It will be noticed that the proportion of larger companies that give an increase to incumbents is 
very nearly twice as great as the proportion of smaller firms that do this. It may be that this is simply 
a question of ability to pay; the responses give no explanation of the difference in policies. 
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Where General Increase Is Not Granted--When an executive says his company doesn't grant a 
general increase to incumbent professionals when starting salaries are boosted, this usually means that 
something or other is done for at least some of the incumbents. Panel members report, for example: 





We try to anticipate this at least six months in advance at an [individual] salary review 
prior to raising minimum. --George Walton, Industrial Relations Director, Dixie Cup Div., 
American Can Co., Easton, Pa. 

* * * 

Increases to exempt salaried employees are given on an individual basis--but are at all 
times planned so as to reflect the adjustments in salary structure required to maintain 
trend.--R.W. Collett, Manager, Labor Relations & Compensation, Hotpoint Div. of General 
Electric Co. , Chicago, Ill. 

* x * 

We increase salaries of beginning professionals rapidly enough to make such revisions 
unnecessary when starting salaries are increased.--Joseph F. Tuscher, Personnel Director, 
The Carter's Ink Co., Cambridge, Mass. 


A couple of companies, though, have simply not found the granting of a general increase to be 
necessary. They say, for example: 


Have not found it necessary to disturb evaluated job rankings to raise starting salaries 
for technical and professional occupations.--W. J. Henry, Manager, Industrial Relations, 
Air Conditioning Div. , American Radiator and Standard Sanitary Corp., Elyria, Ohio. 


* * * 


So far, company and individual growth have eliminated salary "squeezes" usually en- 
countered in this situation. --Roger V. Wagner, Personnel Manager, Omark Industries, Inc., 
Portland, Ore. 


Where General Increase Is Granted--In those cases where executives grant incumbents a general 
salary increase, half of them go whole hog and boost the pay of all nonsupervisory incumbents. The other 
half grant a raise only up to a certain level, which for practical purposes means compensating those in- 
cumbents whose pay advantage over new employees has been substantially reduced. Those who boost 
salaries only up to a certain level say, for example: 





Only to bring employees up to the new minimum.~--D. N. Bonacci, Manager, Employment 
Relations, Nuclear Div. , Combustion Engineering, Inc. , Windsor, Conn. 
* * * ‘ 
Only... to employees clearly affected by the higher starting salaries. --larger Central 
company. 


Of those executives who grant an increase to all incumbents, all but a couple do so without any 
reported reservations. The exceptions give an increase to all incumbents if they do anything at all, but 
don't necessarily take any action. For example: 


Yes, if the spread is substantially narrowed by raising the bottom of the wage range. -- 
James J. Gaffney, Jr., Manager of Industrial Relations, Southwell Combing Co. , North 
Chelmsford, Mass. 


Finally, there is a handful of companies that don't fit these categories. One states that it has no 
definite policy; two say that they have not so far faced the problem, but would raise all incumbents' pay 
if the situation arose; and the remaining firm, a larger Western one, tries to handle the situation in re- 
verse, so to speak. Its P-IR executive says: ‘We have tried, with limited success, to keep the increased 
starting rates within the same limits as general increases given to ‘old-time’ technical employees. " 


OFFSETTING GENERAL INCREASES BY RAISING PERFORMANCE STANDARDS 


One way to get back at least part of the cost of a general increase is to take measures to improve 
employees’ performance. For 11 percent of Panel members, though, the situation doesn't arise--they 
don't give general increases. And another 16 percent remark that they are constantly working to raise 
performance standards. 
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The question is therefore pertinent for just under three fourths of Panel members. Of these 
executives, 60 percent take steps to raise performance at the time of a general increase, 40 percent do 
not. Below is a brief discussion of the measures taken by the majority, together with the proportion 
making use of each of the more popular methods. Since some companies make use of more than one 
method each, percentages total more than 100. 


Improved Methods--Reported by 48 percent of executives concerned, methods improvement is 
more popular than any of the other steps mentioned. Under this heading are grouped references to work 
simplification; improved accounting procedures; elimination of wasteful practices; rearrangement of 
schedules and procedures to permit same production with reduced hours but same personnel; supervisors’ 
meetings for methods improvement; negotiation of changed work practices with union, and the like. 





Better Use of Equipment--There is overlapping between this category, mentioned by 30 percent 
of executives, and the preceding one. However, the comments grouped here seem to refer more to 
tooling and actual machinery than to improvements in methods as such. 





Better Use of Personnel--One fourth of Panel members refer to eliminating "idlers, " ''deadwood, " 
or "excess personnel"; to reallocating people more efficiently; to better screening of employees, and so on. 





Communications~-- Another 16 percent of Panel members report that at the time of a general in- 
crease they utilize the communications media to let employees know about the company's increased cost, 
the necessity of "fair work for fair pay, "’ and to stress the fact that only a sustained improvement in 
performance can make continued increases possible. 





Incentive Plan-- Adjustments in incentives are made at the time of a general increase by 7 percent 
of companies. 





Other methods, mentioned by one or two executives each, include the following: raise productivity 
standards; improve cost control; increase individual efficiency through more effective supervision; use 
the increase as leverage for negotiating contract changes that permit greater efficiency. One executive 
reports his company's experience along these last lines as follows: 


On three negotiated increases the amount was larger because work practices were 
changed by agreement--specifically the number of employees on an operation reduced are 
absorbed while remaining workers get higher piece rate and general increase larger. -- 
William M. Pye, Jr., Personnel Manager, American Encaustic Tiling Co., Lansdale, Pa. 


Finally, as one Panel member observes, it's important to see that whatever nleasures a company 
decides upon are actually carried into effect. He comments: 


Quality and performance improvement is not only discussed at the bargaining table and 
then dropped. We install a quality and performance improvement program for wage person- 
nel and a cost program for supervision. --George G. Heinz, Director of Personnel, Fouke Fur 
Co., St. Louis, Mo. 


PROS & CONS OF WAGE ESCALATION, DEFERRED INCREASES, & GENERAL INCREASES 


What do personnel executives think of wage escalation (cost-of-living wage increases) and de- 
ferred wage increases? Are they in favor or opposed--and for what reasons? Another thing: some in- 
dustrialists are speaking up in favor of working in the direction of doing away with general increases 
altogether, and basing all wage raises on individual merit. How do Panel members react to this idea? 


It's no problem at all to tell how they feel about cost-of-living increases. One executive says he 
has no opinion and one says it depends on the situation at the time; nine tenths of the others are against 
the idea, a tenth are in favor. 


In a nutshell, Panel members object to cost-of-living wage increases mainly because they consider 
them inflationary and self-perpetuating. They say, for example: 


...one way of working against a damaging inflation would be the cessation of cost-of-living 
increases on a routine basis.--M. H. Berkely, Personnel Director, Texas Instrumenis, Inc., 
Dallas, Tex. 


* * * 
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COL increases are like a dog chasing his tail--you're always paying for a problem you 
caused (wage inflation), which in turn worsens the problem.--W. I. Beavers, Personnel I 
Director, Mountain Fuel Supply Co. , Salt Lake City, Utah. 

* * * 

After the first round of bargaining, unions tend to forget they are getting escalation and 

demand additional pay increases for cost of living and addition of existing cost-of-living 


amounts to the base.--O. A. Medley, Supervisor, Employee Relations, Geismar Works, 
Wyandotte Chemicals Corp., Baton Rouge, La. 


Other objections include statements that the Labor Department's Consumer Price Index is an 
unrealistic base, and additionally that it's figured from data from a few big cities only; that wage esca- 
lation makes a company's future wage bill too uncertain; that the amount of increase is too small to be 
appreciated by employees anyway; and that ability to pay, which ought to be a factor in wage increases, 
is ignored. 


The few arguments that Panel members advance in favor of COL increases are these (each reason 
is given by one firm only; a few that favor COL don't say why): (1) creates good morale and employee 
loyalty; (2) helps gain longer contracts with more security for industry and labor; (3) "salary schedules 
should reflect COL changes but give managers responsibility for implementing salary changes"; (4) best 
way to maintain individual's purchasing power, so long as inflationary increases continue in industries that 
can do most to control them; (5) makes it possible to avoid a general increase that would otherwise have to 
be given; (6) have to meet competition. 





Deferred Increases--Opinion is much more evenly divided on the value of deferred wage increases, 
They are opposed by a bare majority (53 percent of Panel members) and favored by the rest. (These fig- 
ures exclude one executive who has no firm opinion on the question, and another who is for or against, 
depending on circumstances. ) 





Objections to deferred increases cluster chiefly around the argument that changing business condi- 
tions may cause the commitment to become unsound economically by the time it goes into effect. Some 
typical comments are: 


Deferred wage increases can be a deterrent in today's competitive market or tomorrow's 
growth. It increases your gamble on success.--R. C. Graves, Industrial Relations Manager, 
Peter Eckrich & Sons, Inc., Ft. Wayne, Ind. 

* * * 

We are opposed to incurring additional labor costs at a later date when such costs are 
based on speculation as to the amount which will be available as the result of future produc- 
tivity, efficiency, and/or revenues. (We do favor deferment of a portion of an increase that 


is now available to spend for wages. )--R. C. Fletcher, Director of Personnel, General 
Telephone Co. of Ohio, Marion, Ohio. 


* *” * 

Deferred wage increases are comparable to betting the first "daily double" in next season's 
race. One doesn't even know whether or not the race will be run. In a competitive business 
it is extremely hazardous for an employer to prophesy about business conditions one and even 
two years hence.--Fred E. Manasco, Director of Industrial Relations, Crane Carrier Corp., 
Tulsa, Okla. 





Other objections, none of which draws more than two or three supporters, include these: (1) con- 
flicts with merit principle; (2) shows inadequate planning; (3) increases accounting costs; (4) reduces in- 
centive for individual production. 


Advocates, however, see a variety of advantages stemming from deferred increases. These re- 
late, in almost every instance, to the greater stability that such contracts afford. For example: 


Promotes long term stable industrial relations since the union does not have pressure on 
it to show what it is doing for its members each year... Reduces cost of administration 
through eliminating costly and time-consuming negotiations on annual basis. --Sheldon Williams 
Personnel Director, Blonder-Tongue Laboratories, Inc., Newark, N. J. 


* * * 
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If you can look 12 months ahead, a deferred agreed-upon increase relieves bargaining 
tensions, prevents slowdowns, etc. , during what would normally be the bargaining period. -- 
W. E. Gordon, Manager, Industrial Relations, Portland General Electric Co., Portland, Ore. 


A point advanced by a couple of executives is that deferred increases can help to save you money 
on your wage bill. These Panel members believe that a union will usually accept a smaller total increase, 
if part is effective immediately and part deferred a year, than it would shoot for in negotiating two sep- 
arate one-year contracts. 


General Increase v. Individual Merit--On the question of working toward the abolition of general 
wage increases and the granting of raises solely on the basis of individual merit, each Panel member was 
asked whether he thought this wise. With a certain amount of hedging (the reservations are mentioned 
below), a majority of Panel members said "yes." In all, 55 percent of members voted this way, including 
52 percent of those from larger and 62 percent of those from smaller companies. 





The main qualifications attached to the "yes" votes are that the idea is a wonderful one but the 
unions will never stand still for it (or the political climate won't permit it); that considerable caution is 
advisable in moving in this direction; and (an idea stated by a number of executives) that in order to be 
acceptable and equitable, merit increases must be based on improved techniques of rating employees, so 
as to avoid the very real risk of favoritism. The importance of properly determining salary ranges was 
mentioned, too. 


The proponents of merit increases see a host of virtues in the idea. These can be summarized by 
saying that the merit principle (1) rewards excellence above mediocrity; (2) avoids paying employees ever 
higher wages for merely staying alive; (3) promotes greater efficiency and productivity, with their en- 
suing benefits for company and employees; and (4) fosters economic stability by reducing costs and fight- 
ing inflation. A few of the many comments submitted are cited by way of illustration. 


It would be nice to get off the wage spiral and pay employees on a merit basis. Too 
many employees want to share in your profits but do very little cooperating in helping you 
make them. Thus automation moves on.--F.R. Vernotzy, Industrial Relations Manager, 
Armstrong Tire & Rubber Co. , Natchez, Miss. 


* * * 

We are not in favor of general increases because they reward all employees--the slow and 
the fast, the bright and the dull. They provide no incentive for initiative, reliability, high 
productivity, etc. The transition is difficult but it can and should be done. We have done it 
in some units and found that the general performance of some departments has greatly im- 
proved. Slow employees accelerated in order to get their raise; attitudes improved; errors 
were suddenly reduced to a minimum. --J. G. Neumann, Personnel Director, Weiner's Stores, 


Houston, Tex. : 
* * * 


While the administrative load would be great, and it would open up the question of favorit- 
ism, it would introduce a healthy incentive to better performance and avoid to a large degree 
the tendency for the workforce to sink toward level of the poorer performers. --R. H. 
MacMichael, Industrial Relations Manager, Pacific Coast Engineering Co., Alameda, Calif. 


* * * 


[Promotes] increased productivity which workers can share without inflation. --larger 
Central company. 


These and similar arguments fail, however, to convince 45 percent of Panel members. They vote 
no" on the proposition of eliminating general increases in favor of merit raises. Only two fifths give 
their reasons for voting ''no"’; and of those who do, half give the same reason--namely, that merit in- 
creases are too subjective and unreliable to serve as the sole basis for a wage policy. Sample comments-- 


Theoretically, this sounds very good. However, in the application of increases on the 
basis of individual merit, it is extremely difficult to set up standards that can be applied 
fairly for all classifications. Our contract was set up on this basis in 1947 for new hires in 
the probationary period, and there was so much bickering and charges of favoritism that we 
went to a service period for everyone.--H. L. Dodson, Personnel Manager, Lily-Tulip Cup 
Corp., Riverside, Calif. 


* * * 
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Individual merit can never be a completely objective process; one individual must rate 
another person. Therefore, it is not practicable to eliminate general increases and allow 
increases solely on the basis of merit.--D.N. Bonacci, Personnel Manager, Nuclear Div. , 
Combustion Engineering, Inc., Windsor, Conn. 

x x * 

In the steel industry we had wage inequity due to many reasons. This we try to eliminate 
through C.W.S. job classification, and to permit individual rates would put us back in the 
position we were in prior to 1947.--H.R. Winkle, Manager, Industrial Relations, Copperweld 
Steel Co. , Warren, Ohio. 


Another executive spells out more fully some points implied in the preceding comment, and warns 
that lack of objectivity in wages can mean trouble. 


Merit applications in wages, spread over a large group of wage earners, generate more 
problems than they are worth. Such problems as poor merit judgment, differences for the 
sake of difference, favoritism, and subjectivism are all inimical to stable industrial relations 
and sound wage administration. --Joseph F. Tuscher, Personnel Director, The Carter's Ink 
Co., Cambridge, Mass. 


Thus some executives see the merit principle in wage policy as a disruptive force. Another Panel 
member, whose company's operations are based on the spirit of teamwork, feels that increases based on 
merit alone would be harmful to the firm. He comments: 


Even though increases based on merit alone deserve some consideration, we consider it 
"backward" for our type of manufacturing. The success of boat building is... a well organized 
team effort of factory help. Wage increases based on merit alone (excluding pay ranges within 
a particular workman's classification) would, in our opinion, do much to destroy a feeling of 
teamwork. --M.H. Bennett, Staff Representative, Chris Craft Corp., Pompano Beach, Fla. 


Another question is whether, in businesses involving a lot of jobs with very little difference be- 
tween their duties, merit is practicable. Some executives, like the one cited below, think not. 


Merit increases should be the solution to the human part of production; however, they are 
hard to administer and tend to develop grievances; they also raise the general wage structure. 
In businesses involving large groups of unskilled labor, merit increases are almost impossible 
to administer because of the similarity of required effort.--Millard L. Davis, Personnel 
Director, Injection Molding Co. (Imco Container Corp.), Kansas City, Mo. 


In summary, then, on this highly important question of wage policy: it would seem that majority 
opinion clearly favors merit to the exclusion of general pay increases, though with reservations as to the 
practicability of overcoming union and other resistance. A strong minority exists, too, and takes the 
position that no matter how good exclusive merit looks on paper, in practice you can look for many more 
thorns than roses. 


UNIT v. AVERAGE LABOR COST 


One of the things that can be taken for granted nowadays is that any given employer is paying higher 
wages to at least some of his employees than he was three years ago. A question it might be useful to 
investigate, though, is this: what impact have the higher wages had on the business; or, to put it differ- 
ently, has the employer been successful in offsetting them in some way? One way to find out is to compare 
what has been happening to unit labor cost as compared to average labor cost. 


By average labor cost we mean simply the total labor cost--production and nonproduction, direct 
and indirect, wages and fringes--for a given period, divided by the average number of employees during 
that period. This figure, it's clear, will rise as wages and/or fringes go up and decline as they go down. 
By unit labor cost, on the other hand, we mean the total labor cost for a given period, as before, but divided 
this time by the number of units of product manufactured or service rendered during that period. Here we 
have a figure that is affected by what happens to wages and fringes, but also by many other factors: for 
example, expenses for materials, investments in plant and equipment, the cost of management, and so on. 
Now, if we can compare what happened to these two measures over the same period, we have some indica- 
tion of whether the company concerned was able to offset, or compensate for, at least some part of its 
higher bill for wages. 
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If the firm's unit labor cost rose more than its average labor cost, or by about the same amount, 
the company was not successful in offsetting the wage increase it granted during the period. But if unit 
labor cost went up less than average labor cost, then the firm was somehow able to compensate for some 
of the higher wages it has paid out. 


Accordingly, we asked each Panel member to say whether his unit labor cost has gone up more 
than his average labor cost, about the same, or less, during the past three years. We further asked 
those executives with a favorable ratio to tell what they had done to bring it about. Three fourths of 
Panel members were able to supply answers; their responses are summarized in the table that follows. 


Three-Year Change in Unit & Average Labor Costs Compared 





Unit cost increased... All Cos. Larger Cos. Smaller Cos. 











More 26% 26% 24% 

About the same 38 41 32 

Less 36 _33- 44 
100% 100% 100% 





As can be seen, a third of larger companies and over two fifths of smaller ones were able to hold 
their unit labor costs down to a slower rate of climb than their average labor costs during the period. 
To what do the executives concerned attribute their success in bringing this about? 


There is a heavy concentration of answers naming just two factors as being responsible for the 
good results. Nearly three fifths of those concerned give the credit to improved equipment, tools, and 
machinery, while almost two fifths refer to improved methods of production. (A little over two fifths of 
those who bought new equipment improved their working methods, too. ) 


No other single factor in bringing about a favorable ratio is mentioned by more than two Panel 
members. The other factors they refer to are as follows: (1) subcontracting; (2) increased sales effort; 
(3) changes in type of work done: (4) splitting jobs up in most efficient manner among plants of own com- 
pany; (5) reduction of indirect and nonproduction labor; (6) better screening of new employees; (7) changes 
in incentives; (8) improved supervision; (9) better work standards; (10) improved budget control; (11) bigger 
volume; and (12) tightening up of management- rights clauses in contract and elimination of clauses sanc- 
tioning inefficient work practices. A point worth noting is this: a preoccupation with efficiency is common 
to virtually every one of these ways of trying to hold down unit labor costs in a period of rising wages. 


BREAKING THE WAGE-COST SPIRAL 


Reduction of unit labor costs-~-the topic just discussed--is, of course, one way of breaking the 
wage-cost spiral. This section of the report concerns itself with three other widely discussed aspects 
of the same problem: (1) gaining employees’ acceptance of noninflationary wage settlements; (2) gaining 
their cooperation in reducing costs; and (3) maintaining profit margins despite reasonable wage increases. 
Panel members were asked, in each of these areas, to report any steps they had actually taken or were 
contemplating to solve that particular problem. Their responses will be summarized for each problem 
area in turn. 


Noninflationary Wage Settlements--This must seem a pretty thorny area to Panel members, for 
only two fifths of them have any specific activities to report; and of these, a fifth describe their efforts 
as fruitless. These figures, of course, simply reflect the difficulty of trying to persuade people to mod- 
erate their wage demands at a time when the cost of living is constantly rising. 





In the nature of the problem, which concerns itself with methods of persuasion, Panel members' 
efforts are restricted almost entirely to two areas: (1) educational efforts given effect mainly through 
the communications system, and (2) face-to-face persuasion, engaged in at the time of actual negotiations. 


The content of the arguments directed at employees stresses the need for keeping a competitive 
position; informs them of business conditions; points out the relationship between wage inflation and price 
inflation; explains that the ability to provide work is dependent on wages that allow a profit to be made; 
and appeals to employees’ families as well as to the employees themselves. 


To at least one executive, the whole issue is an artificial one. He writes: 
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The use of the term "noninflationary wage settlement" to me is meaningless and phony. 
Any time a company gives a wage increase it increases costs immediately, unless cost- 
saving steps or increased productivity takes place. In our economy, companies in a position 
to pass on costs by raising prices always have and always will. In my industry--custom 
plastic injection molding--which is very competitive and easy to enter--it is impossible to 
raise prices and still keep your customers. Therefore, all our wage increases are noninfla- 
tionary since we cannot pass the cost along to someone else. In my opinion the term, non- 
inflationary wage settlement, was a phrase coined by the government and became a handy tool 
for the steel companies to use in their negotiations. --Robert S. Weisinger, Director, Indus- 
trial & Public Relations, Pyro Plastics Corp., Union, N. J. 


Reducing Costs--A third of companies have nothing to report in this area; the rest attack the prob- 
lem of gaining employees’ cooperation in cutting expenses by a variety of methods. These methods, in 
order of their popularity, are as follows: 





(1) Use of communications media, with emphasis on staying competitive and saving jobs; (2) for- 
mal cost-reduction programs, organized by management and covering such points as supervisory training, 
suggestion programs, posters, reports, individual and departmental bonuses, and so on; (3) concentration, 
via first-line supervision, on the development of optimum employee-management relations; (4) improved 


production methods; (5) suggestion systems; (6) incentives; and (7) elimination of restrictive contract 
provisions. 





Maintaining Profit Margins--Companies on the Panel that apparently feel they have nothing special 
to report total 53 percent; the remainder list various efforts to keep profits up despite higher wages. 
The methods they employ, and the proportion of firms making use of each, are shown below. The figures 
represent percentages of the companies that list their methods. Because a number of firms make use of 
more than one method each, the total exceeds 100. 


What Panel Members Do To Keep Profits Up Despite Wage Increases 





All Cos. 
Improve methods of operation and production 34% 
Install new & improved equipment 30 
Tighten up cost-control procedures 28 
Improve caliber of workforce; eliminate deadwood 15 
Appeal to employees through communications media ll 
Increase production volume by increasing sales 9 
Improve product itself to boost sales & production + 
Drop marginal-profit items 2 





THE WAGE-BOOST PRICE-INCREASE RELATIONSHIP 


Everyone talks about the wage-price spiral; but just how much of a spiral is it in reality? Is 100 
percent of the wage increase passed along in the form of higher prices? Or is the amount passed along 
more nearly three quarters--or maybe half--or perhaps a tenth? Too, what fraction of the selling price 
do wages represent? We made no effort to investigate this last question; but in order to cast some light 
on the other, we asked each Panel member to estimate the extent, percentagewise, to which wage in- 
creases granted his company's employees have been directly responsible for increases in its prices during 
the past two years, or to state that there is no relationship at all, if he believes that this is the case. 


The range in the proportion of wage increases that gets added into the price is nearly as wide as 
it can be. We have seen a comment from one executive (this page, above) who says his industry has to 
absorb all of the wage boost. Here is one from a Panel member who tells just the opposite story. 


Wages account for 33 % of sales costs; 90% of our increases in wages have been passed on 


to consumer.--Warren L. Mottram, Vice President, Wallace Silversmiths, Inc., Wallingford, 
Conn. 
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What kind of a picture of the wage-boost price-increase relationship do Panel members' answers 
give over-all? In the light of current discussion, the picture is somewhat astonishing. One fourth of 
ion Panel members were unable or unwilling to provide any information; the replies of the rest break down 

















this way: 

la- % of Their Own Price Increases Panel Members Attribute to Their Own Wage Boosts 
ool % of price increase attributed % of all Cos. attributing 
is~ 75% & over 4% 

50-74% 3 

25-49% 8 
rob- More than zero to 24% 9 
a Indeterminate but slight percentage 20 

No relationship between wage boosts & price increase 36 

100% 

r- 
— Combining the upper figures, it can be seen that only 15 percent of those executives who answered 


the question attribute as much as a fourth of their price increases to their own wage raises. Looking at 
ed ‘ ; ; ; 

the other end of the table, the proportion who see little connection or none at all between wage raises 
and price hikes is unexpectedly large. 
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PREVIOUS PERSONNEL POLICIES FORUM SURVEYS 





Manpower Planning for the Emergency, March 1951 

Status of First-Line Supervisors (Compensation, Authority, and Benefits for 
Foremen), April 1951 

Is Management Listening? May 1951 

Plant Labor-Management Committees, June 1951 

Recruiting College Graduates, July 1951 

Employees’ Financial Problems, August 1951 

Christmas and Year-End Personnel Problems, October 1951 

Foreman Training, January 1952 

The Personnel Executive (His Title, Functions, Staff, Salary, and Status), 
February 1952 

White-Collar Office Workers (Their Working Conditions, Benefits, and Status), 
April 1952 

Executive Development, May 1952 

Building Employee Morale, July 1952 

Choosing Better Foremen, August 1952 

Supervisory Merit-Rating, September 1952 

Communications to Employees, November 1952 

Fringe Benefits for Supervisors, January 1953 

The Personnel- Industrial Relations Function, March 1953 

Community Relations, August 1953 

Personnel Testing, September 1953 

The Older Worker, October 1953 

Administration of Pension Plans, November 1953 

Earnings of First-Line Supervisors, January 1954 

Evaluating a Personnel-Industrial Relations Program, February 1954 

Employment Stabilization, April 1954 

Administration of Health and Welfare Plans, July 1954 

Control of Absenteeism, September 1954 

Computing Absenteeism Rates, October 1954 

Wage-Salary Administration, November 1954 

Company Safety Programs, February 1955 

Unemployment Compensation Problems, May 1955 

Supervisory Development: Part 1, July 1955 

Supervisory Development: Part 2, September 1955 

Automation, November 1955 

Nonsupervisory Office Employees, December 1955 

Downward Communications, February 1956 

Military Leave Policies, May 1956 

The Executive, July 1956 

Medical Services for Employees, August 1956 

Professional Employees, October 1956 

Job Evaluation, December 1956 

Merit Rating of Rank-and-File Employees, February 1957 

Disciplinary Practices and Policies, July 1957 

Employee Job Satisfaction, September 1957 

Company Aid to Education, November 1957 

Executive Compensation, December 1957 

Company Experiences with Automation, January 1958 

Status of First-Line Supervisors, July 1958 

Supervisory Selection Procedures, September 1958 

Grievance Procedures for Unorganized Employees, October 1958 

Raising Employee Productivity, December 1958 

Tools of the Personnel Profession, February 1959 

The Personnel-Industrial Relations Function, April 1959 

Employee Handbooks, July 1959 

Controlling Health & Welfare Costs, October 1959 

Fringe Benefits, January 1960 


* Out of print. 





All Survey Reports are priced at $1 per copy. 





